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OATH OR AFFIRMATION

I, Timothy R. Kohn , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Investors Brokerage of Texas, Ltd.

a8
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of December 31,2007 , are true and correct. I further swear (or affirm) that

neither the compary nor any partner, proprietor, prineipal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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My Commission Expires ign,
June 18, 2010
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This report ** contiins (check all applicable boxes):

(a) Facing Page.

(1) Swatement of Financial Condition.

Bl (c) Statement of Income (Loss).

K (4) Statement of Changes in Finuncial Condition.

& (e) Statement of Changes in Stockholders® Equity or Partners’ or Solc Praprictors’ Capital.

B (6 Smtement of Changes in Liabilities Subordinated to Claims of Creditors.

K (g) Computation of Net Capital.

El () Computatinn for Determination of Reserve Reguirements Pursuant to Rule 15c3-3.

&l () Informatio: Relating to the Possession or Control Requirements Under Rule 15¢3-3.

K () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule £5¢3.3.

[ (k) A Reconciiiation between the audited and unaudited Statements of Financia! Condition with respect to methods of
consolidation.

& () An Oath o1 Affirmation.

[ (m) A copy of ‘he SIPC Supplemental Report.

kd (n) Areportdescribingany material inadequacies found 1o exist or found to have existed since the date of the previous audit,

**Fur conditions o confidential treatment of certain portions of this filing, see section 240.17a-5¢e)(3].




Investors Brokerage of Texas, Ltd.
Letter on Internal Control Required by
SEC Rule 17a-5
December 31, 2007




R JAYNES, REITMEIER, BoYD & THERRELL, P.C. 5400 Bosque Blvd., Suite 500 Waco, Texas 76710
PO. Box 7616 Waco, Texas 76714-7616

Certified Public Accountants Phone 254.776.4190 Fax 254.776.8489
Web www,jrbt.com

The Board o1’ Directors
Investors Brokerage of Texas, Ltd.:

In planning and performing our audit of the financial statements and supplemental information of
Investors Brokerage of Texas, Ltd. (the Partnership) for the year ended December 31, 2007 in
accordance with auditing standards generally accepted in the United States of America, we
considered the Partnership’s internal control over financial reporting (internal control) as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Partnership’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Partnership’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Partnership including
constderation of internal control activities for safeguarding securities. This study included tests
of such practices and procedures that we considered relevant to the objectives stated in
Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule
15¢3-3. Because the Partnership does not carry securities accounts for customers or perform
custodial furctions relating to customer securitics, we did not review the practices and
procedures fcllowed by the Partnership in any of the following;

1. Making quarterly securities examinations, counts, verifications, and
ccmparisons and recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System

The managernent of the Partnership is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the S:ZC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Partnership has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objzctives of the practices and procedures listed in the preceding paragraph.

An Independent Member of the BDO Seidman Alliance




Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

A control def ciency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or teport financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

QOur consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control and
control activities for safeguarding securities that we consider to be significant deficiencies or
material weak 1esses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy fo - such purposes. Based on this understanding and on our study, we believe that
the Partnershin's practices and procedures were adequate at December 31, 2007 to meet the
SEC’s objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC, and
other regulato:y agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934

in their regulation of registered brokers and dealers, and is not intended to be and should not be
used by anyon: other than these specified parties.

%,/M,K?L#Uf@pc_.

February 14, 2308
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R JAYNES, REITMEIER, BOYD & THERRELL, P.C. 5400 Bosque Blvd., Suite 500 Waco, Texas 76710
. —_ PO. Box 7616 Waco, Texas 76714-7616
Certified iPublic Accountants Phonc 254.776.4190 Fax 254.776.8489
Web www.jrbt.com

Independent Auditors' Report

The Board of Directors
Investors Brokerage of Texas, Ltd.:

We have auditzd the accompanying statements of financial condition of Investors Brokerage of
Texas, Ltd. (the Partnership), a subsidiary of Chase Financial Corp., as of December 31, 2007
and 2006 and the related statements of income, changes in partners’ equity, cash flows and
changes in liab:lities subordinated to claims of general creditors for the years then ended that you
are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Partnership's management. Our responsibility is to
express an opirion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit incluc es examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estiinates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Investors Brokerage of Texas, Ltd., a subsidiary of Chase Financial
Corp., at December 31, 2007 and 2006 and the results of its operations and its cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States
of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental information included on pages 10 through 12 1s
presented for purposes of additional analysis and is not a required part of the basic financial
statements, bu: is supplemental information required by Rule 17a-5 under the Securities
Exchange Act of 1934, Such information has been subjected to the auditing procedures applied
in the audits of the basic financial statements and, in our opinion, is fairly presented in all material
respects in relation to the basic financial statements taken as a whole.

%,/M,c%aé?cf/g,zgﬁc

February 14, 2008

An Independent Member of the BDO Seidman Alliance




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statements of Financial Condition

December 31, 2007 and 2006

2007 2006
(Restated)
Assets

Cash and cas1 equivalents $ 243,760 152,681
- Cash deposit with clearing organization 150,000 150,000

Accounts receivable:
Commissions from clearing organization 54,570 46,131
Other assets 20,368 18,503
$ 468,698 367,315

Liabilities and Equity
Payable to afiliates $ 55,466 56,513
Income tax payable to affiliate 27,315 16,724
Total liabilities 82,781 73,237
Equity:

Partners' ecuity 385,917 294 078
Total equity 385,917 294,078
$ 468,698 367,315

See accompanying notes to financial statements.




Investors Brokerage of Texas, Ltd.
(A Substdiary of Chase Financial Corp.)

Statements of Income

Years Ended December 31, 2007 and 2006

Revenue;
Commissions
Interest
Other

Total revenue
Expenses:
Employee compensation, commissions and benefits
Communicutions
Occupancy and equipment
Professional fees
Clearance fzes
Other operuting expenses
Total expenses
Incoms: before income taxes

Current incorne taxes

Net income

See accompaaying notes to financial statements.

2007

$ 748,012
31,165

41,294

820,471

478,074
16,965
92,616
15,678
45,726

31,982

681,041

139,430

47,591

$ 91,839

2006

{Restated)

621,916
27,938

11,713

661,567

430,355
18,979
100,277
16,233
45,394

34,097

645335

16,232

6,874

9,358




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statements of Changes in Partners' Equity

Years Ended December 31, 2007 and 2006

Balance,
January 1, 2006, as restated

Net incorie, as restated

Balance,
December 31, 2006, as restated

Net incorr.e

Balance,
December 31, 2007

See accornpanying notes ta financial statements.

$ 284,720

9,358

294,078

91,839

$_385.917




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Statements of Cash Flows

Years Ended December 31, 2007 and 2006

2007

Cash flows from operating activities:
Net income $ 91,839
Adjustments to reconcile net income to
net cash provided by operating activities:
Changes in assets and liabilities:

Increase in commissions receivable (8,439)

Increase in other assets (1,865)
Increase in income taxes payable 10,591

Decrease in payable to affiliate (1,047)

Net cash provided by (used in) operating activities 91,079

Net increase (cecrease) in cash and cash equivalents 91,079
Cash and cash equivalents at beginning of year 152 681
Cash and cash zquivalents at end of year $ 243,760

See accompanying notes to financial statements.

2006

(Restated)

9,358

(11,198)
(2,207)
2,874

(12,239)

(13,412)

(13,412)

166,093

152,681




Investors Brokerage of Texas, Ltd.
’ (A Subsidiary of Chase Financial Corp.)

Statements of Changes in Liabilities Subordinated to
Claims of General Creditors

y Years Ended December 31, 2007 and 2006

Subordinated liabilities,
January 1, 2006

Changes

Subordinated liabilities
December 31, 2006

Changes

Suborinated liabilities
December 31, 2007

See accompanying notes to financial statements.




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Notes to Financial Statements

December 31, 2007 and 2006

(1) Summary of Significant Accounting Policies

(a)

(b)

(©)

Na:zure of Operations

The accompanying financial statements include only the accounts of Investors
Brokerage of Texas, Ltd. (the Partnership). The general partner {(.1%) is Insurors
Geaeral Partner, LLC, which is a wholly-owned subsidiary of the limited partner
(95.9%), Insurors.Com, Inc. Insurors.Com, Inc. is wholly owned by Chase Financial
Co:p. The Partnership serves as an investment broker-dealer, with the majority of its
customers located in the central and south Texas areas.

The: Partnership carries no customer cash accounts, margin accounts or credit
balinces and promptly transmits all customer funds and delivers all securities received
in connectton with its activities to its clearing broker, Southwest Securities in Dallas,
Texas.

Conmission Income and Related Expenses

Commission income and related expenses are recorded on a settlement date basis,
which is not materially different from a trade date basis.

Income Taxes
The: Partnership and its affiliates are included in the consolidated federal mcome tax
return filed by the parent company. Federal income taxes are calculated as if the
companies filed on a separate return basis, and the amount of current tax or benefit
calculated is either remitted to or received from its affiliates. The amount of income
tax expense differs from the amount that would result from applying statutory tax
rates to income before income taxes because of certain expenses that are not fully
deductible for tax purposes and the effect of the surtax exemption which has been
altocated to the parent company. The amount of current and deferred taxes payable
or refundable is recognized as of the date of the financial statements, utilizing
curently enacted tax laws and rates. Deferred tax expenses or benefits are
recognized in the financial statements for the changes in deferred tax liabilities or
assets between years,

Deferred income taxes are accounted for under the asset and lability method.
Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Notes to Financial Statements
(Continued)

(1) Summary of Significant Accounting Policies (continued)

} ®

(c)

(d)

(e

()

Income Taxes (continued)

existing assets and liabilities and their respective tax bases. Deferred tax assets and
lialiilities are measured using enacted tax rates expected to apply to taxable income in
the years in which those temporary differences are expected to be recovered or
setiled. The effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date. No deferred
taxes have been recorded in these financial statements.

Casish Equivalents
For purposes of the statements of cash flows, the Partnership considers all highly
liquid debt instruments with original maturities of three months or less to be cash

equivalents.

Advertising Expense

The: Partnership expenses the costs of advertising as incurred. Advertising expense
for 2007 and 2006 totaled $176 and $192, respectively.

Us¢; of Estimates

Management of the Partnership has made a number of estimates and assumptions
relating to the reporting of assets and liabilities and the disclosure of contingent assets
and liabilities to prepare these financial statements in conformity with generally
acczpted accounting principles. Actual results could differ from those estimates.

Retiremeat Plan

The Partnership participates in the retirement plan (the Plan) of a related company which
covers sibstantially all employees. The Plan has a 401(k) provision which allows
employees with at least one year and 1,000 hours of service to make contributions.
Employee contributions can be matched at the discretion of the Plan sponsor. However,
there was no match of the employee contributions for the 401(k) plan for the years ended
December 31, 2007 and 2006. The Partnership did make discretionary contributions of
$7,512 and $12,300 to the Plan for the years ended December 31, 2007 and 2006,
respectively.




(3)

4)

%)

(©)

()

Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Notes to Financial Statements
(Continued)

Regulatory Requirements

The Paitnership, an investment broker, is subject to the Securities and Exchange
Commission, Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of
minimum net regulatory capital and a certain ratio of aggregate indebtedness to net
regulato 'y capital. The Partnership carries all accounts on a fully disclosed basis and is
required to maintain net capital of at least 350,000 under Rule 15¢3-1(a)(2). At
December 31, 2007, the Partnership had net regulatory capital of $365,549.

Related 2arty Transactions

A related entity, Insurors Opportunity, Ltd., charges the Partnership for various office
space, accounting services and payroll processing and pays all employees and other
miscellaneous services for the Partnership. The partners are in a position to, and in the
future may, influence the amount of payroll and administrative overhead charges to the
Partnership. Following is a summary of the major expenses related to services performed
by Insurors Opportunity, Ltd.:

2007 2006
Re1t expense $ 920616 100,277
Pavroll, commissions and related expenses 478,074 430,355

Supplemental Cash Flow Information

The Partnership paid $37,000 to one of its affiliates for income taxes in 2007 and $4,000 in
2006,

Business and Credit Concentrations

The Partnership, at December 31, 2007 and 2006 and periodically through the years, has
maintained balances in deposit accounts at a financial institution in excess of federally
insured limits.

Prior Period Restatement

The accompanying financial statements for 2006 have been restated to correctly reflect
income taxes for the separate company tax allocation based on the consolidated tax return
effective tax rate. The effect of the restatement was to decrease net income for 2006 by
$3,674 a1d decrease beginning of the year (January 1, 2006) partners’ equity by $9,976.
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Information Relating to the Possession or Control
Requirements Under Rule 15¢3-3 of the

Securities and Exchange Commission

December 31, 2007

The Purtnership claims exemption under Rule 15¢3-3(k)(2)(i1) relating to the
possession or control filing requirements of Rule 15¢3-3.

See accompanying independent auditors' report.




Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the

Securities and Exchange Commission

December 31, 2007

The Company claims exemption under Rule 15¢3-3(k)(2)(i1) relating to the
reserve requirements of Rule 15¢3-3.

See accompanying independent auditors' report.
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Investors Brokerage of Texas, Ltd.
(A Subsidiary of Chase Financial Corp.)

Computation and Reconciliation of Net Capital and Computation
of Basic Net Capital Requirements Under Rule 15¢3-1 of the

Securities and Exchange Commission

December 31, 2007

Net capital:
Equity, as reported on Form X-17A-5, Part 11 $ 405,268
Adjustment on audit to record federal income taxes (19,351)
Total equity 385,917
Deductions
Non-allovvable assets - other assets (20,368)
Net capital $ 365,549

Aggregate incebtedness, as reported on the accompanying

financial statements $ 82,781
Minimum net capital required $ 50,000
Net capital in excess of requirements 315,549

Net czpital § 365,549
Ratio aggregate indebtedness to net capital .23:1

See accompanying independent auditors' report. o PQ




